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ABSTRACT 
 
This study addresses ultimate ownership issue and investigates its implications on leverage. By 
using sample consists of firms listed in the Jakarta Stock Exchange for the period from 2000 to 2004, 
this study shows that the publicly traded firm ultimate ownership is concentrated in the hands of 
controlling shareholders. Ownership concentration can be divided into those of cash flow rights and 
control rights. Those two concentrations do not go together but have different implications. The 
controlling shareholders enhance their control domination through pyramid structures and cross-
holdings among firms. Control flow rights consequently exceed cash flow rights. The cash flow right 
concentration is a financial incentive to avoid expropriation. This conclusion is support by evidence of 
negative effects of cash flow rights on leverage. On the other hand, control right concentration is an 
incentive to generate private benefits through expropriation. This conclusion is support by evidence of 
positive effects of control rights on leverage. When control and cash flow rights are separated, the 
controlling shareholders have higher incentive to expropriation by participating in management. This 
is so because of higher negative effect of cash flow right leverage on leverage. 
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